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PROFIT ASSURANCE THROUGH COST REDUCTION 

By AntHony A. KAsper mi , 
Mr. Kasper is Budget Director and Assistant to Executive Vice- 
President of the Square D. Company, Detroit, Mich. A graduate 
of the University of Detroit in Business Administration, Mr. 
Kasper has been with the Square D Company for nine years. An 
active member of the National Association of Cost Accountants, 
he has served as Director of the Detroit Chapter, appearing as 
speaker at a number of other Chapters, and having had two manu- 
scripts published in the N.A.C.A. Bulletin. He is also a member 
of the Accounting and Financial Committee for the Society of 
Plastics, and of the National Electric Manufacturers’ Association. 
He was recently the principal speaker at the University of Michigan 
Industrial Relations Conference. 


MANAGEMENT PLANNING AND CONTROL THROUGH BUDGETS 
By R. D. RicHarpson 303 

A resident of Toronto, Mr. Richardson is Financial Manager of the 
Apparatus Division of Canadian General Electric. After some 
experience in banking, he joined the C.G.E. Company fourteen years 
ago. He has established two new plants with their accounting and 
standard cost systems for the company, and recently he has worked 
on the reorganization of the Apparatus Division in connection with 
the Company’s decentralization scheme. 

DEVELOPING THE HANDBOOK FOR ACCOUNTING 

SUPERVISION 

By FRANKLYN LAMBERT 
Vice-President of the Chattahoochee Valley Chapter of the National 
Association of Cost Accountants, Mr. Lambert has been in the 
accounting profession since the age of 18. He is presently Controller 
of the Housing Authority ef the City of Columbus, Georgia. 
After studying at West Georgia College and Emory University, 
Atlanta, Mr. Lambert was with the America Fore Insurance Group, 
Rich’s Inc., and Delta-C. & S. Airlines. During the war he served 
in the U.S. Maritime Service and the Merchant Marine, and later 
received his commission at New London, Connecticut. In 1947 he 
was employed by the Housing Authority as Chief Accountant. He 
was elected Secretary-Treasurer last year. At present, Mr. Lambert 
is also furthering studies in Law. 
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Editorial Comment... 


What About Business? 


One of the well known bogies in the public mind is that of big 
business. The caricatured figure of the corporation octopus staggering 
under a load of gold, which has been ruthlessly extracted from the 
public and its employees is familiar to all. It is an extremely popular 
theme in certain quarters to refer to business men as reactionaries. Trade 
associations are thought to be a sort of business bureaucracy based on 
feudal principles of self protection. 

When you stop to think about it perhaps it is not so amazing that 
such a vast misconception exists about business. As one writer recently 
said in recognition of the state of business as the public sees it... 


“No voice of business is authentic unless it is dynamic and dramatic. 
Undue conservatism by unimaginative accountants and stolid lawyers 
distorts public understanding, for it conceals the essential progressive- 
ness of a system based on the utilization of creative minds in science, 
invention, finance, and engineering.” 

How much has the accounting profession contributed to this undue 
conservatism and sea of misunderstanding? No doubt some of the mis- 
conceptions stem from our conservative presentation of financial results, 

What about profits? 

It is a fact that profits have increased substantially in the last few 
years. Corporation profits after taxation, have increased 150% since 
1939. In the same period payrolls were increased 281%. Despite the 
great increase in production and investments, profits did not rise in the 
same proportion as wages and salaries. The number of companies 
reporting on taxes and profits to the Dominion Government were twice 
as many in 1951 as in 1939. Total profits are up but spread over many 
companies. 

Recently in labour negotiations, a large union asked a corporation 
to pay out of profits, if it could not pay out of operating income. This 
brings up the nature of profits. Accountants and business men are 
thoroughly familiar with the fact that if dividends are withheld and 
used to increase wages, the compensation to employees will have in- 
creased only slightly, and those who have invested their savings will 
receive nothing. If retained earnings are used for a wage increase, the 
ability of corporations to provide new equipment, tools and facilities for 
expansion will have been lost. Profits then, have simply a two way re- 
lationship of rewarding the risk capital put into business by share- 
holders and to keep the business a potential going concern. A well 
known economic fact of today is that external risk capital is not too 
available. Most new rich capital for expansion is coming, not from 
shareholders, but from retained profits. Business health is as simple a 
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EDITORIAL COMMENT 


proposition as personal health, a question of survival. Survival of any 
particular corporation, means job security, about which we hear so 
much, for its employees. 

How many accountants attempt to point up the purpose of profits 
with sufficient emphasis in their published statements? 

The misconceptions surrounding the subject of costs are very wide- 
spread. How many people in the street understand the nature and real 
cost of the wasting away of facilities or depreciation? How many think 
that sales and advertising expenses are necessary in order to get the 
goods into the hands of the consumer? 

All of these matters relating to profits, costs, surplus, risk capital, 
and the relationships between them are the accountant’s particular field. 
He should feel a special responsibility to see that they are clearly under- 
stood. The newspapers and public journals show each year the financial 
statements of many of our corporations. The vast sums herein disclosed 
in a neat double row are perfectly intelligible to the accountant, but are 
they equally as clear to the average reader? Perhaps we need more ex- 
planation in dramatic form. Many companies provide excellent pic- 
torial and statistical representations of their financial statements each 
year. However, these usually end up in the hands of the shareholders 
and any interested businessmen. In attempting to give a careful, 
cautious, and conservative approach are we not falling into a trap? A 
trap of misunderstanding as well as confusion. 

A published financial statement is not only the mechanical result of 
accounting technique. It is, or can be, a commentary on the free enter- 
prise system. The success shown there is in part only, a reflection of 
managerial acumen. It is a representation of public approval. The 
customer exercises the final sanction in business. The flexibility and 
individuality he exhibits in selecting goods and services is part of the 
democratic philosophy, which essentially means the creation of oppor- 
tunity and the right to pick and choose. 

The accounting profession should think rather seriously about its 
traditional conservative attitude. It is our job to make the position of 
business clear; to make profits into a clean, shining word; to dramatic- 
ally explain and define the affairs of finance. 


OBITUARY 

With great regret we announce the death of H. E. Clayton, C.A., 
R.L.A., of Toronto. Mr. Clayton held the position of Controller with the 
Tip Top Tailors Company. 

Long an active member of the Society, Mr. Clayton was the 
immediate past president of the Toronto Chapter, and was formerly a 
member of the Ontario Council and of the Ontario Educational Com- 
mittee. He will be particularly missed by the Toronto Chapter and by 


the S.I.C.A. of Ontario. 
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The girl with the MARCHANT 
iC A.M, ~< has finished...the other will still 
be figuring at closing time 





The priceless hours a MARCHANT calculator The 
fully-automatic 


saves on daily figurework can mean many aaanenaner 
extra hours of profitable, productive , Figuremaster 
effort from everyone on your staff 
who is now tied down to old- 
fashioned figuring methods. 


Call the local MARCHANT MAN 
and get a time-test run on your 
own figurework. You'll discover 
that for simple, accurate, 
time-saving operation... 

Any way you figure—IT’S MARCHANT! 
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this coupon with your business letterhead for free... 
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C& M Round-Up... 
By N. R. Barroor, R.LA. 


(Steelways) 
Steel 

Historians in the future will describe this era in many and varied 
terms. One of the more apt is the Iron Age. 

Did you know that in 1920 per capita production of steel in the U.S. 
was 886 pounds? By 1940 the figure had risen to 1,015 pounds and in 
1953, 1,398 pounds. 

The automotive industry used 7.3 million tons of steel in 1940. In 
1953. 14.7 million tons. 

Thirteen years ago the construction industry used 5 million tons of 
steel. Today the figure is 10.3. 

Railways now use nearly 5 million tons a year. Containers are up 
over 6 million tons, machine tools 4.3 million tons, agricultural imple- 
ments 1.2 million tons. 

Electrical steel shipments for use in power equipment has risen from 
306,000 tons in 1946 to 820,000 tons in 1953. 


Medical Check-ups and Executives 

Has your company a plan for this? These are a few points and 
suggestions gleaned from a few companies who show better than average 
interest in the matter. 

The typical age group is 40 and up. 

Abnormalities are usually of the degenerative type — defective 
vision, obesity, heart disease, and high blood pressure. 

Most plans are on a voluntary basis and absolutely confidential. 

Policies on frequency of examination vary — the typical programme 
offers annual examination to all executives regardless of age or health 
status. One plan provides for an examination every 3 years for those 
under 30, and every 2 years from 30 to 40, annual from 40 to 60, and 
semi-annual from then on. 

Another plan uses the frequency of sick leaves as the criterion for 
check-up frequency. 

Some of the larger clinics have become interested in doing thi+ sort 
of check-up work which tends to promote a desired degree of umiorm 
high calibre examination technique. 


(Financial Post) 

Do You Buy Stocks and Bonds? 

A recent survey shows the following results which may be some 
assessment of the potential market for stock selling. 

55% of the total population of Canada has never bought any stocks 
or bonds. 

82% had never bought any stocks. 

64% had never bought any bonds. 








COST AND MANAGEMENT 


Of the 55% who never invested, 59% were in the lowest income 
group, 29% in the middle group, and 12% in the upper income group. 

Highest proportion of non-buyers were in the Maritimes, lowest in 
the Prairies. 

Of the 45% of people who bought stocks and bonds at some time, 
86% were sure they would invest again, or were still investors. 

Most surveys show that money problems rank highest in human 
problems, yet no formal instruction is given in high schools on bud- 
getting, investing the proper amount of cash, surplus to actual needs, and 
proper standards of living. 78% of people asked, thought it a good idea 
to have such a course. 

Capital Spending 

Here is the breakdown of the midsummer forecast of capital ex- 

penditures by business, industry, and government in 1954 compared with 


1953 and 1949: 
$ Millions 


1954 1953 1949 


Utilities 1,230 1,168 678 
Housing 1,124 1,086 768 
Manufacturing 855 940 536 
Government departments . 809 789 403 
Agriculture and fishing 469 537 419 
Institutional services . . 379 301 190 
Trade, wholesale and retail 354 285 193 
Mining, quarrying, oil wells 319 280 122 
Finance, insurance, real estate 118 TT 33 
Commercial services . 91 118 68 
Constructional industry 46 63 55 
Forestry .... 32 35 26 

Total : , 5,826 5,679 3,491 


Department Store Economics 
These are the 1953 figures on costs and profits of department stores 
as issued by the Canadian Retail Federation. 
Average net profit 4.54% of net sales. 
Gross margin 33.51% of net sales. 
Publicity cost 4% of net sales, of this 2.6% went to newspapers. 
Buying expenses amounted to 3.19%. 
Administrative costs were 6.77%. 
Selling expenses other than publicity, 10.98%. 
Pay rolls were 18.51%, of this sales pay roll was 7.3%. 
Other interesting data showed that: 
Average returns amounted to 5.77% of sales. 
Stock turnover, 3.65%. 
Year ending inventory, 21.13% of sales. 
Net sales per square foot of selling space, $76.22. 
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C. & M. ROUND-UP 


The Textile Industry 

Very much in the news these days are the problems of the textile 
industry. For those who are interested here are a few facts on our 
national industry: 

Normal employment in the primary industry is 100,000, 

Wages and salaries total 200 millions per year. 

Gross value of production 850 millions per year. 

Total output per annum of primary and secondary, on clothing 
industry equals 1,600 millions. This compares to 1,200 millions per 
annum in the giant pulp and paper industry. 

Total number of looms in place — 30,336. Cotton, 19,651; wool, 
2.717, and synthetic, 7,968. 

Total number of spindles in place, 1,577. 

Investments in the industry from 1946-1954, 500 million in primary 
textile and 426 million in the secondary section. 

The current condition of the trade shows about 21,450 workers off 
work or about 1/5 of the total normal employment. 

Foreign imports undoubtedly affect the situation, since labour is a 
large part of the cost dollar and most foreign producers except the U.S. 
are operating on a 60 to 90% labour cost advantage. 

Large production runs possible in the U.S. don’t help the import 
situation since residual stocks can be sold off at prime cost or less in this 
country. One per cent of a U.S. manufacturer’s output thus treated 
equals 10% or better in a Canadian mill. 


PERSONALS 


Andre-J. Dolbec, C.A., C.G.A., R.I.A., former director of the Quebec 
Chapter and former provincial auditor of Quebec, has been named 
Chairman of the Senior Board of Commerce (Quebec City Division) . 

R. E. Wodehouse, R.I.A., has been promoted to the position of 
Internal Auditor of Dominion Foundries and Steel Company. He is a 
member of the Hamilton Chapter. 

A, H, Murcott has been appointed Controller of Dominion Auto- 
mobile Association. He is a student member of the London Chapter. 

Georges Demers has been named Chairman of the Association of 
Professional Engineers. He is a member of the Quebec Chapter of the 
Society. 

Ronald S. Holman, R.1.A., has joined the National Paper Goods 
Company Ltd., as Office Manager and Accountant. A member of the 
Hamilton Chapter, Mr. Holman was formerly with the Steel Company of 
Canada. 
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Books in Review... 


BUSINESS STATISTICS 


by J. R. Riggleman and I. N. Frisbee; published by McGraw-Hill Book 
Company Inc., New York, 1951. 3rd edition. Pp. 818, $6.00. 


Reviewed by N. R. Barroort, R.LA. 




































The use of statistics in business is widespread. In fact, who can 
imagine any sort of concern, either single ownership or big corporation 
operating without at least an elementary application of statistics. 

Here is a book which although pointed to college business courses, 
should be of interest to all business men and accountants. Large sections 
are devoted to the economics of statistical science but a surprising 
amount of space is given to such subjects as business forecasting, budget- 
ing, production, labour and purchasing power and population. 

Perhaps not many laymen will want to go through the portions 
specifically dealing with the theory of statistics. However, it is of more 
than casual interest to follow in the path of the professional statistician 
and to learn something of the business of sampling, calculation and 
tabulation of data, and business cycles. 

One cannot help being impressed with the keen analytical work and 
enormous progress that has been made in this newer art. 

The sections dealing with forecasting and budgeting should be of 
great interest to accountants, who must of necessity use the tools of the 
statistician, in order to correctly set up the targets or standards for 
determination of future income. 





¢ “50” Marketing analysis which has become obviously the important 
machin: factor in determining what, when, where, and how, goods should be 
marketed, is treated at some length and should be interesting to sales 
st managers not presently employing statistical assistance. 
Burroury The chapter on population and purchasing power includes a specific 
ou application of a well known large corporation to a purchasing power 
.headag = index for its products. The book has many such illustrations from 
andsm# = actual field experience, which certainly lends validity to the general 
—— proposition that statistical work is a less abstract study than one may 
fully ai think. 
: The final section is devoted to the uses of statistical analyses and 
machof methods in effecting control over each department of a business. It 
peg demonstrates the way in which statistical control can improve business 
with management and where it fits in the organization. 
ae The accountant will see that outside of the relative rigidity of the 


ickly tf double entry system, much of his work, such as cost analyses, operating 


all vou — e 
pore reports, and budgets, use the statistical approach as well as the financial. 
vt 
_ q This book should be in every business library. Those who are 
, Ontarig 


professionally engaged in statistical work, will of course, make much use 
of it. It will also be used by those accountants, sales managers, pro- 
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duction men, and business men who wish to read and apply the prin. 
ciples in certain portions which relate to their individual work. 


CASES IN MANAGEMENT 


by Henry M. Cruickshank, M.B.A., and Keith Davis, M.B.A., Ph.D. 
Richard D. Irwin, Inc., 1954. Pp. 221, $3.25. 


Reviewed by Mary Draper, B.A. 


“To provide teachers, students, and practicing managers with 
practical cases for use in learning basic management subjects such as 
personnel management, production and industrial management, in- 
dustrial relations organization and management policy-making.” Thus 
the two authors of this readable little casebook on management state 
their purpose in writing it. They go on to explain their choice of the 
case-method for study of management methods; “Experience has shown 
that case problems bring reality to these subjects, improve the students’ 
analytical ability and increase his learning. Case problems also stimulate 
the student’s interest in more knowledge about management.” 

Covering a wide field of problems faced every day by management 
men, both of a technical and human relations nature, this book can be 
commended for its easy readability, and for its escape from the purely 
factual and theoretical study of management. The authors have well 
achieved their intention to make the subject real. Like all real problems, 
too, the cases presented in this book have no absolutely correct solution. 
Far from dogmatic, the authors make it quite clear that they have not 
raised all the possible questions in each case, nor provided all the pos- 
sible answers. This, as the reader will agree, is beyond the capabilities 
of any writer or any manager. 

What results is a useful, straightforward casebook, for all who are 
interested in management and its problems. The book is divided into 
general classifications including Planning and Policy-making, Orga- 
nizing, Controlling, Layout and Construction, Maintenance, Materials 
Handling, Research, Working Conditions, Time and Motion Study, In- 
ventory, Personnel Management, Supervision and Human Relations, 
Training, Employment, Labour Relations and a number of other 
headings. 

The book is carefully cross-indexed with sixteen other well-known 
management books, showing which cases and chapters in this book 
correspond with other texts. It contains an alphabetical index of cases 
by company, and by subjects, making it a useful reference guide. 

In all some 91 cases are outlined and solutions given. They vary 
from problems in plant organization, control and maintenance, to pet- 
sonnel problems, communications and public relations. Broad in its 
scope, clear and concise in its language, this book makes interesting 
reading, both for the layman and the professional management man. 


290 





rin: 


with 
h as 

in- 
hus 
state 
the 
own 
ents’ 
late 


nent 
n be 
rely 
well 
ems, 
ion, 

not 
pos- 
ities 


are 
into 
rga- 
rials 
_Ih- 
ons, 
ther 


own 
ook 
ases 


yary 
per: 
its 
ting 





Profit Assurance 
Through Cost Reduction .. . 


By AnTHONY A. KASPER, 
Budget Director and Assistant to Executive Vice-President, 
Square D Company, Detroit, Mich. 


With the return to a more competitive economy, financial executives are 
sharpening their tools for cost control and cost reduction. The author 
draws on the experience of his firm in attacking the problem through the 
medium of forecasts and integrating budgets. 

HE return to normalcy or the frequently used expression, “the 

competitive era” is now with us. The return to a competitive 
economy has created a host of problems: intensified competition, 
softening price structures, increased distribution and selling costs, and 
rising labour and overhead costs. 

Complicating the problem with ever-increasing emphasis is the 
ominous spectre of rising breakeven points, created by constantly ex- 
panded facilities that were constructed in some cases to reduce peak 
backlogs which are now returning to normal size. This has also created 
a problem of maintaining profitable volume levels for sales and 
production. 

A first-hand impression of this problem may be obtained by com- 
puting the breakeven position of the company and determining the 
effect on costs and earnings if a 10% loss in volume is realized. The 
answer is one that causes many executives sleepless nights. The more 
fortunate organizations are those that have anticipated competitive con- 
ditions and have well prepared plans to combat them. 


In a competitive economy as we are in now, the pattern takes on a 
familiar cycle. Companies that are not too well fortified for extreme 
competitive conditions are facing a problem of diminishing sales. This 
creates a chain reaction after a relatively short period of time which 
crystallizes into a painful realization that costs are lagging too far 
behind volume declines. One of several alternatives is used; a natural 
one to try first is to cut prices. This presumably would bolster up sagging 
volume. Unfortunately, this move is never up to expectations. The next 
step is to slash costs. At this stage of operations, time is of the essence; 
hence there is little time for a careful appraisal of how, when and where 
costs can be reduced. Instead, a dictatorship type of ruthless cost re- 
duction is resorted to, which calls for immediate and drastic action. The 
end result ultimately is impairment of vital functions and undermining 
the morale of the organization. Unfortunately, this program creates 
results which are not lasting in duration and eventually this type of 
sporadic cost reduction must be resorted to once again. 


Most industrial executives will heartily agree that the action out- 
lined above is not a satisfactory solution to assure profitable operation in 
a competitive economy. 
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Forecasts and Budgets 

The writer submits that a program of forecasts and integrated 
budgets is not necessarily a panacea that will serve as a solution of your 
operating problems. However, we do believe that a careful use of these 
two important tools, forecasts and budgets, will multiply the potential 
benefits that are inherent for cost control and cost reduction. 

This paper, for the sake of brevity, assumes several premises: 

1. That most well organized companies do have some system of 

forecasts. 

2. In conjunction with forecasts, a system of operating budgets is 

prepared. 

In Square D Company, the manufacture of electrical distribution 
equipment, motor and mill control, regulator switches, panels, and 
control centers covers thousands of standard catalogue items as well as 
special items made to customer specifications. 

The annual forecast at Square D Company as developed stems from 
the effort at three levels of management: 

1. Compilation of annual sales estimates of field offices and regions. 
2. Review of consolidated sales estimates by headquarters sales 

specialists who make necessary revisions to give effect to sched- 
uled introduction of new lines of products and obsolescence or 
dropping of other lines. 

3. Review of overall forecast by management committee in relation 
to overall eco:iomic conditions and their possible effect on our 
business. At this point, the forecast may be tempered by the 
judgment of the committee for the purpose of projecting a sound 
operating objective. 

The approved forecast of sales volume for the year ahead is then 
submitted to the budget staff for determination of operating costs re- 
quired to support projected sales volume. 

At this point the annual forecast is adjusted on a monthly basis to 
follow seasonal trends that are characteristic of our business. From 
seasonally-adjusted sales levels, the various levels of shop operations in 
the operating divisions can be determined and operating budgets for 
each element of cost are established. The budgets developed are sum- 
marized and integrated into an overall financial forecast. 


An Appraisal of the Future 

We now have an overall prediction of results from operations. From 
careful review of this forecast, a sound appraisal of the future is deter- 
mined and management is now in a position to determine: 

a. Trend in product costs by their various elements, material, 

labour, and overhead. 

b. Gross profit structure by product line. 

c. Trend of selling and distribution costs. 

d. Trend of administrative costs. 
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PROFIT ASSURANCE THROUGH COST REDUCTION 


e. Projected rate of earnings. 

f. Earnings available for capital investment, tooling for new 
products, plans for entering into new markets, new products, etc. 

g. Projected breakeven position. 

The predetermination of overall results from operations in detail 
for a year in advance provides the springboard from which the program 
of cost reduction is developed. Careful review of each area of opera- 
tions will readily indicate the opportunities for cost reduction and im- 
provement of cost control. This is the point where definite plans can 
be carefully prepared in advance and followed through for attainment. 

In our company the specific procedure followed is as follows: 

ONE 

As a by-product of sales forecasting, a tabulation of the “best sellers” 
in the product line is prepared, indicating the items representing the 
principal volume producers. 

a. Profit contribution of each product is reviewed. 

b. All items that are marginal with respect to profit margin are re- 
viewed and detailed costs are prepared and price structure 
reviewed. 

c. On the basis of analysis prepared, definite cost reduction pro- 
grammes are prepared for specific products, which have as their 
objective a definite cost reduction in the area of material, labour 
or overhead cost, which will restore a satisfactory margin subject 
to the following conditions: 

(1) Relative volume of product in relation to overall company 
business. 

(2) Expenditure required to accomplish objective (tooling, re- 
design of product, facilities, ete. 

(3) Period of time to recover expenditure. 

(4) Review of product to determine whether major design 
changes or obsolescence is pending. 

d. In this area considerable success was obtained in cost reduction 
by observance of the above technique. Many reductions were 
made in product costs through: 

(1) Design changes or improvements. 
(2) Re-engineering of production facilities. 
(3) Improvement in tooling. 

In one division of our operations, not identified for obvious reasons, 
expenditures of $52,000 reduced product costs on an annual basis 
$125,000. 

TWO 

Careful review of another phase of operations focussed attention on 
upward trend of distribution and selling costs, which embrace shipping, 
warehousing, freight, direct selling and sales promotion costs. 

The examination disclosed many opportunities and as a result cost 
reduction programmes in the following areas were initiated: 
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a. A series of package engineering projects which entailed no sub. 
stantial expenditures except for services of the package engi- 
neering staff. These projects were in the nature of redesign of 
packaging and crating. The results in one division were ex- 
cellent: annual savings for one year of $61,000. 

b. In the distribution and warehousing operations, the indicated 

upward trend in material handling costs was responsible for 

initiation of several projects including re-design of facilities 

(palletization, lift trucks, revision of floor layout). In one 

division only, investment was $20,000; annual cost reduction, 

$48,000. 

An important element of cost in our business is outbound freight 

expense. Our forecast indicated an increase in costs in relation- 

ship to our shipment volume. Several projects were initiated 
which entailed the following objectives: 

(1) Research and study which covered reclassification of pro- 

ducts and resulted in lower freight rate classifications. 

(2) Change in sales policy to permit pooling of minimum 

weight shipments. 
(3) Annual results in one operating unit — no investment, cost 
reduction: $32,000 annually. 

d. In the area of selling and promotion costs no tangible reductions 
were made, but greater utilization was attained through emphasis 
and concentration of sales effort in areas that required further 
attention to develop and maintain a balanced mix of product 
sales that is compatible with facilities available. 

e. In the area of manufacturing overhead, there are numerous 
opportunities pointed up by projection of operating budgets. 
Projects in this category afforded reduction in costs through 
(1) Methods simplification — indirect labour reductions. 

(2) Revision of supervisory organization. 

(3) Specific program for maintenance program reduction 
through more effective preventive maintenance. 

(4) Intensified control of manufacturing scrap. 

The cost reductions and opportunities for improved cost control out- 
lined above represent some of the tangible benefits derived through a 
more diligent and intensive use of forecasts and budgets. Other desir- 
able features are the ability to plan in greater detail for additional 
facilities and tooling, and at the same time perform constructive and 
corrective action which will assist in checking the upward trend in 


c 


breakeven position. 


Plan of Control 

The program thus far has indicated what can be accomplished 
through greater use of forecasts and budgets in implementing a program 
of cost reduction. Right at this point, we would like to emphasize that 
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PROFIT ASSURANCE THROUGH COST REDUCTION 


in a program of this nature the projected overall results of operation 
were predicated on costs that were attainable through sound budgetary 
control. A sound plan of control will embody these basic principles: 

a. Careful preparation of budget objectives in collaboration with 
supervision responsible for control of the costs. 

b. Agreement as to attainability of objectives. 

c. The whole-hearted support of top management in the enforce- 
ment of budget objectives; and 

d. Last, but most important, some incentive to offer tangible recog- 
nition of a job well done. (For further details of our budget 
control system, see N.A.C.A. Bulletin, December 1951 issue) . 

With a sound system of budgetary control integrated into overall 
financial forecasts, the opportunities for cost reduction are only limited 
by the vision, initiative, and resourcefulness of your organization. How- 
ever, the effectiveness of a continuous cost reduction programme is de- 
pendent to some extent upon how well your company is organized to do 
the job. 

At Square D Company, we mentioned in an earlier paragraph that 
the final review of overall forecast of results of operations gave some 
indication of the broad areas wherein cost reductions are possible. At 
this point by directive of management committee, a subordinate com- 
mittee called the Project Committee reviews specific items and specific 
costs. Those items that are promising are subject to further review and 
research by cost reduction engineering staff. The cost reduction engi- 
neering staff submits the results to the Project Committee. A final re- 
view and screening by Project Committee results in a formal recommen- 
dation of a series of projects. The list of projects is developed on the 
basis of priority and other criteria used to appraise the relative merits of 
each item recommended. 

The recommendations of the committee are in very simple form, 
as indicated by Exhibit A attached. This is submittted to top manage- 
ment for tentative approval as a proposed program. When the program 
as submitted and later revised has been given tentative approval, the 
following action is taken as each item is initiated: 

1. A formal project request is initiated for a specific item on the 
approved program. This request, which is self-explanatory, is 
initiated by our cost reduction engineering staff (Exhibit B). 

2. Along with this form, a second sheet is prepared, Exhibit C, 
which indicates in detail the how and where of our cost re- 
duction objective. 

3. A brief letter of transmittal is also prepared covering any per- 
tinent points that may require elaboration or that may assist in 
giving a complete background of the project requested. 

4, The completed forms, Exhibits B and C, and the letter are for- 
warded for required approval and after approval copies are 


297 








00° 002°ZO1L$ "IVLOL 














00°000°ST quinoe | 
00°000°SZ pay], 
00°000°0F puoseg 
00'00TZ $ Say 
— Sdolddd NTMaLYV: 10 AG AYNLIGNAdXA GALVdIOLINV 
00" 09T 261s 00 002" OTS ay ae 6 ol IV.LOL 
00°000°FI 0000008 Pre ae a al ta gh RDS Sepa oa (Avp aed sqyyrys omy 


yO quayeainba sassaid uo] G[ OM) Suisvayait avad Jad sanoy YS)‘, 2q 
[IM peo] auryorur [emoy) (Fu1[OOT, 00'000°6S) PUPA ePHS-NIAW ‘SD ‘81 












00°00 Z Greaen 9 te teres (VXV) SfooL [ems saypIQ — sdey viw][_g euo1ygy 0} UsWUIdINbD| *) 
00°002'T 00°000‘T Peres (CXV) 2e[q Uosyomosy Jo Sururgovpy Joy spooy ‘OT 
e 00° OL0'T fee, | mC. eRe etSes Japusg 19MOg MAN] JO asvyoINg PlOAy 01 ([-XY) Sedo] pusg 0} Zuljooy, “CT 
f. 00°00S*t 00°009°T (I-XV) [urd — Surjooy, “FT 
= 00°'00¢°9 00°SLET ribet (peroiddy weforg) — 3uljooy, “¢T 
i 00°;0ST'T 00°000°T ee ee (peaoiddy yoofoi1g) 10jstsay — Suljooy, *ZT 
p 00°000°IT 00°SL2L°T ent (S}oOL) — spequy [veg we “TT 
7 00°00T'S 00°00 ; i ci. Avidg aseg onemoiny edAy [eq ‘OL 
=< 00°000°2Z OOoOdOesE CCC vordg 98e101g aseaI0UT °6 
= 00°000°0T 00°000°9 cali eh eal ee jusudinby Surpjagy uNyy apraoig ‘g 
a 00°00S°T 00°000°T 7 f oZULLIv-adY puUe SyIvY SprAaoig *) 
- 00°00S°Z ower 0lC~™ HOO wor1sa3u0;) PAIITPAY 01 [-NY J9eursue-ay “9 
5s, 00°00S OOO0;0T syovry, Aquiessy “¢ 
= L7E YUM ZZE GuIquIOD puL AV_UTSUa-ay (q) 
= 00°000°6 (QO'00SS Ajquiassy-qug [gg ysiqrisy (8) 
O : (ooo00g0’s ; Sd101g puke ZUIAIQI0Y 
SULIVIUIZUI-OY IOO[] ALY pue Auodeg sa10ig [eaquaT) YsITquisy “Ff 
00°000°9 OST-SC UL 1oA9AU0D sury] qrIeg asov[day *¢ 
(00°00FZ pre bie OSS 10F SuopeypeAY epraoig (9) 
: = (00°00S°E 7¢ : AayIesuvlyT VIplAoIg (q) 
00°000°ST (00°000°R syory apraoig (eB) 
(00°000°S pi : ; syovay, A[quiessy J90uIZua-ay °*Z 
00°000°0F $ 00°000°0L $ (UoRLIYTTduIg spoy~ep,) UONINpay iso+y snosuKTpaostf_ 104 AQuazunuo’y *T 
uoronNpey 1s0) 
SONIAVS INQOWNV 
GaLVWILSa TIVLOL 


UVaA sLoafOud NOILINAGAY LSOD GasOdOud AO AUVWWOAS 
V LIGIHX3 


“ON INVId & 


N 





were VV EV 
15,000.00 


$102,200.00 


Fourth 
TOTAL 





PROFIT ASSURANCE THROUGH COST REDUCTION 


EXHIBIT B 


™ SQUARE J) COMPANY 


DIVISION PROJECT NUMBER 
PROJECT EXPENDITURE REQUEST 
DEPARTMENT AND RECORD CLASS AND ITEM _ 
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COST AND MANAGEMENT 


routed to engineering, accounting, and budget staff, which indi- 
cates release of the project for action. 

5. The success of our cost reduction program lies in the fact that 
each project, as it is completed, is followed by the budget staff 
for independent audit and verification of actual results in rela- 
tion to objective established for cost reduction. Exhibit C has 
provision for insertion of actual results, which are later em. 
bodied into a quarterly report that is circulated to all concerned, 


We also wish to point out that the above procedure indicates cost 
reduction projects only. However, we also have capital projects in- 
volving expenditures for new product tooling, new facilities, replace- 
ment of machinery and equipment. These also follow the same process 
of preparation and approval as outlined above. 

The technique outlined above has produced one very gratifying 
result. It has assured a continuous program with a backlog of items 
that is continually in excess of funds available and permits selective 
screening of high priority items which produce the maximum in cost 
reduction. 

In conclusion, we submit that a program of cost reduction as out- 
lined above will produce effective cost control and will prove to be the 
remedy that will preserve the financial health of a going business in a 
competitive economy. Each month as the score is tallied management 
need not look forward with troubled anxiety, but can, with assurance, 
review an operating picture that confirms in fact the realization of sound 
and well-planned objectives. The successful attainment is through im- 
plementation of forecasts and budgets with a continuous cost reduction 
programme. This is one of the essential ingredients that creates the 
healthy and vigorous growth characteristic of well-managed business 


enterprises. 
FOR FURTHER READING 


COST REDUCTION — Prescription for Tomorrow’s Profits A. M. Hartogensis, 
N.A.C.A. Bulletin, January 1953. 

BLUEPRINT FOR COST REDUCTION — Factory Management and Maintenance, 
January 1954. 

A COST REDUCTION PROGRAMME — P. W. Hoge, American Management Asso- 
ciation, Manufacturing Series, No. 209. 

ORGANIZED COST REDUCTION — R. E. Burton, American Management Asso- 
ciation, Office Management Series, No. 133. 

STRATEGIC AREAS IN COST REDUCTION — American Management Association, 
Manufacturing Series, No. 215. 

REDUCING PRODUCTION COSTS TO A MINIMUM — L. J. Sorensen, N.A.C.A. 
Bulletin, July 1954. 

TOOLS AVAILABLE FOR COST CONTROL AND COST REDUCTION — N. St. 
Peter, N.A.C.A. Bulletin, July 1954. 

COST REDUCTION BY BRUTE FORCE — A. M. Hartogensis, N.A.C.A. Bulletin, 
November 1953. 

COST REDUCTION TO HELP SMALL BUSINESSES — W. B. Edgar, N.A.C.A. 
Bulletin, March 1954. 

COST REDUCTION — A. D. MacKay, B.Com., C.A., The Cost Accountant, August 
1952. 
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PROFIT ASSURANCE THROUGH COST REDUCTION 


EXHIBIT C 
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For a New and more Remarkable 
way to prepare Payroll Records 


UNDERWOOD 
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The Underwood Sundstrand Payroll 
Machine automatically prepares all re- 
lated forms in one original recording. 


Because of its ingenious design, it lists 
entries vertically on the employee’s 
statement yet prints the identical entries 
in columnar arrangement on the em- 
ployee’s earnings and tax record and 


SUNDSTRAND 


payroll register in the conventional 
manner. 


It provides 20 register units for ac- 
cumulating totals or computing control 
balances. 

After the posting is completed, it auto- 
matically ejects and stacks cheques in 
numerical order in a convenient and 
handily accessible tray. 


Underwood Limited 
135 Victoria St., Toronto, Ont. 


wt, Please send me literature, further describing 
aS your new Underwood Sundstrand Model E 
UNI RWOOD Accounting Machine, 
ae Underwood 
Seundstrand Name 
eo) ara 
Accounting Machine Division bs 90 Title 
2° —______— 
+ $ The Original a " 
Underwood Limited  Scis  Company —-- 
Meyboard 
Head Office: 135 Victoria St. Address ee ee 
Toronto 1, Ontario os 
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Branches in all principal cities 
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Management Planning 


and.Control Through Budgets .. . 


By R. D. Ricuarpson, 
Financial Manager, Apparatus Division, 
Canadian General Electric Co. 


In Canadian General Electric, a programme of decentralization has 
emphasized the need for comprehensive budgetary control, essential to 
the management of the smaller, self-co:ttained units within the framework 
of overall corporation operations. !n this article, Mr. Richardson has 
chosen the Appliance Division as the subject of a case study on budgeting 
to plan, co-ordinate and measure “operations. 


PERATING “from the bogk” and “flying by the seat of your pants” 
are two ideomatic expressions used in Canadian General Electric. 
Operating “from the book” denotes the use of a planned, systemized and 
formalized approach to operations and budgetary control is one of the 
most important chapters ix this book. “Flying by the seat of your pants” 
is the direct antithesis ta operating “from the book”. We are said to be 
“flying by the seat of/our pants” when there is no definite plan of 
operation. é 


When C.G.E. carried out a recent major reorganization which de- 
centralized Company operations into a number of units very closely re- 
sembling self-contained businesses, a heavy accent on budgetary control 
quickly developed. The need for an industrial enterprise to operate 
“from the book” seems to increase with the degree to which responsi- 
bility is delegated. 

Unless a formal plan of action was established for each of the de- 
centralized components and unless objectives were set up and perform- 
ance measured against these goals, overall Company management would 
soon lose control of its individual units. 


Because responsibiilty for profit was delegated to these separate 
businesses, budgetary control became “Chapter No. 1 in the book”. 


In a sense, budgetting could be said to have become an indissoluble 
part of the new organization itself. Once top management turns to 
operating “from the book”, there is no alternative to each of the next 
succeeding levels of management and supervision doing likewise. 


Everything possible had been done to use an enlightened approach 
to budgetary control for many years prior to decentralization. There 
was, for example, no controversy in C.G.E. as to whether the budget was 
a plan of action or a tool for control, or whether the budget must be an 
entirely realistic forecast or should contain a “target” element. It had 
long since been concluded that a good budget was the best possible 
combination of all of these things. 


However, after decentralization, there was only one master or 
business budget. Although this master budget was as far as possible 
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based upon the budgets for all of the various activities and functions, it 
was difficult to effect the desired degree of integration across a span as 
large as the Company and under conditions whereby the key functions 
of marketing and manufacturing reported separately all the way up to 
the top executive. Some good sales and sales expense budgetting was 
done. Some good production and manufacturing cost budgetting was 
done. But it was most difficult to bring together all factors in a profit 
budget, which represented the agreed upon forecasts and objectives of 
those responsible for operations. 

In 1951, before reorganization, a critical self-searching showed up a 
number of chinks in C.G.E.’s armour, such as that twenty-two managers 
reported directly to the President; the spans of control of functional 
responsibilities delegated were too broad as for example, manufacturing 
with 11 plants; it was most difficult to establish clear cut accountabilities 
for results and profit responsibility really existed only at the President's 
level. 

These conditions were the same factors which made it difficult to 
use effective budgetary control. Top management had difficulty in 
operating “from the book” because it was too hard to get the book 
written. 

With decentralization, some important changes were made and 
these changes created both the need and opportunity for better bud- 
getary control. 

Instead of 22 — only 10 persons reported to the President, profit 
responsibility and the co-ordination of the basic functions of engi- 
neering, marketing, manufacturing, finance and relations was decen- 
tralized into 6 divisions and then into 15 departments, thus greatly 
reducing the span of control of any functional manager and enhancing 
the opportunity for measuring results. 

The fundamental, alone, of locating all of the basic functions to- 
gether, with each reporting to a common head, became a tremendous 
factor in improved budgetting. 

The G.E. Company had, of course, previously decentralized their 
U.S. operations and had developed the budgetting techniques required 
for the product business form of organization. It was most helpful to 
C.G.E. to be able to use the standard system in effect throughout the 
General Electric organization. 

What lessons have been learned in C.G.E. after two years of intensi- 
fied budgetary control activity? The following is a resume of the points 
which appear to stand out as being essential to the success of any 


budgetary control system. 


Organize a Budget Program 
The success of budgetary control activity will in large measure de- 
pend upon the skill with which a budgetting program is organized. 
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MANAGEMENT PLANNING AND CONTROL THROUGH BUDGETS 


Financial people can hardly advocate a planned and systematic approach 
to operations and then themselves fail to provide a sound budget system 
for use within a well organized program. 

Practically all supervisors in all functions will participate in some 
degree. A set of clear budget instructions should be prepared. All 
participants should be instructed in writing. A time schedule for com- 
pletion of each step in the budgetting process is essential. This should 
be issued to all concerned and a follow-up procedure instituted. 


While the program approach requires considerable time and effort, 
as one C.G.E. financial man put it, “who is going to buy the principle of 
planned, systematic operations from a sloppy salesman?” 


Use Budget Specialists 

Historically, C.G.E. had co-ordinated its overall budgetting activity 
from the Company’s General Accounting or Corporate Accounts area. 
This did not change with reorganization. The reason for this is that the 
Corporate Accounts area is in the best position to analyze and verify 
budget submissions which are to be consolidated into Company totals. 
Over a period of years a background of what might be termed “basic 
economic knowledge” concerning the Company has been built up in 
the Corporate Accounts Department. This knowledge has been used 
repeatedly to verify and check the consolidated results of many indi- 
vidual and separately prepared budgets with a wisdom which at times 
can only be described as uncanny. 

In decentralized components, however, both budgetary system work 
and budget co-ordination have of recent years been assigned to full time 
specialists or to positions able to devote a major portion of their time 
to budgetting. 

Although both general and cost accounting functions must partici- 
pate extensively in budget preparation, it is felt that the overall co- 
ordination of budgetary control activity should not have to vie for 
attention with other vital day-to-day accounting responsibilities. Indi- 
cations are that budget specialists are here to stay in C.G.E., at least until 
techniques have been refined and a large measure of budgetting skill 
and knowledge established throughout all of the functions of the 
organization. 


Tie-in All Budget Factors with Profit Objectives 

While greatly improved means for collaboration between the func- 
tions was a prime factor in improved budgetting, there was something 
akin to magic in having all of the jigsaw pieces fit together to spell the 
word “profit”. 

The budget summary of operations form (Exhibit I) shows how 
this schedule largely governs and controls all budgetting activities for 
the simple reason that it brings all budget factors to culmination in 
profit and return on investment objectives. 
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EXHIBIT 1 
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MANAGEMENT PLANNING AND CONTROL THROUGH BUDGETS 


When all factors affecting profit are placed side by side, made to tie 
in each with the other and combined to produce a profit result, the 
accuracy of individual budget factors is either verified in the process of 
building up to the profit budget or can be readily checked. 

However, the main advantage of the budget tie-in with profit 
objectives goes beyond figure mechanics and reaches right to the very 
heart and purpose of budgetary control. Briefly defined, the budget is 
a plan. The budget for a business enterprise can only be a compre- 
hensive plan, if the program of operating performance is brought to- 
gether in profit and return on investment objectives. 

A business may well change its planning on such factors as sales, 
advertising expense, manufacturing cycles, product features and so on, 
not once but several times before finalizing the budget, in order to 
ensure a plan of action predicated on acceptable profit objectives. 


Tie-in All Budget Factors With Each Other 

Not only is it desirable to tie-in budget factors with profit objectives, 
it is also essential that budget factors are tied in one with the other. It 
may seem unnecessary to stress something so obvious as that the manu- 
facturing expense budget must be predicated on the production budget, 
and the production budget must be predicated on the sales budget, and 
so on; but failure to ensure this tie-in has upset some otherwise excellent 
budget work. 

The illustration of the “tie-in with profit” principle (Exhibit 1) can 
be used to show the more important tie-ins of budget factors with one 
another. For example, it is essential that budgets for sales, distribution 
costs and customer accounts tie-in so must sales and production -— so 
must production, labour force and materials — so must labour force and 
indirect manufacturing expense and so on. 


Tie-in Budget with Regular Financial Periods 


In C.G.E., perhaps the dominant factor in the determination of the 
length of the budget period is conformity with the regular accounting 
periods. 

Reporting actual performance against budget is an integral part of 
budgetary control. The C.G.E. budget period is one year in length 
because its reporting system is based on a calendar year. However, it is 
also twelve individual months in length. This does not mean that sales, 
production and expense forecasts are made for the full year and then 
merely divided by twelve. Budgets are prepared for each individual 
month and when consolidated give the year’s total. (Exhibit II). 

A few years ago most accountants would have been very much 
opposed to budgetting by monthly periods, primarily because of the 
added compilation work. However, monthly budgetting turned out to 
be much less onerous than anticipated and the benefits far beyond their 
expectations because the monthly breakdown encouraged accuracy and 
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interest in budgetting, provided best possible budgets for comparison 
with actual performance and assisted in analyzing and verifying budget 
submissions. 


The Sales Budget Sets the Pace 

It is a homely and simple truth that profit cannot be realized until 
sales are made. There can be no doubt that the sales estimate is the 
most important of all factors in the budget. Any enterprise which at- 
tempts to chart its course without a carefully prepared sales budget is 
truly “flying by the seat of its pants”. 

Strangely enough, despite the importance of the sales budget, there 
are some businesses which contend that sales cannot be predicted. 
Although often difficult, it should be possible to forecast the total 
market and to estimate or even measure the extent of participation in 
such market. One way of doing this is shown on Exhibit III. 

At first glance this chart might give the impression that a compli- 
cated sales budget system was being demonstrated. However, this merely 
illustrates the principle of reaching a difficult sales budget from the 
different viewpoints, perspectives and motivations of many different 
people, each armed with the same basic information. 


The Production Budget Sets Costs 

While the sales budget sets the pace, the production budget has the 
greatest direct impact of all budget factors upon costs. 

It will be noted that when the sales budget is referred to, the words 
forecasting and estimating are ever present. Terminology changes 
when the production budget is dealt with. Seldom are the words 
estimate or forecast used in reference to the production budget, but 
rather we find the words schedule, plan, program, in common use. This 
illustrates a significant difference between the sales and production 
budgets. While both are important co-ordinating factors, the production 
budget is a much more definite plan and is also much more of a control 
device. It is, in fact, an integral part of the production control system. 

Failure to establish a sound production budget from which accurate 
production scheduling can proceed is tantamount to a railway operating 
without a good timetable. 


Make the Expense Budget Help to Control Costs 

Shoud the expense budget contain an element of expense reduction 
target? This is one of the more controversial aspects of the engrossing 
problem of expense budgetting. 

The purist will argue that the budget must be entirely realistic and 
contend that if it cannot be established based upon accurate standards. 
estimates should be on the safe, rather than tight side. They contend 
that there is no place in the budget for the target element and if it is 
desired to set up targets for expense reduction, this should be handled 
through accounting control media other than the budget. 
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DEVELOPING THE HANDBOOK FOR ACCOUNTING SUPERVISION 


EXHIBIT 2 
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MANAGEMENT PLANNING AND CONTROL THROUGH BUDGETS 


Most in C.G.E., however, take the view that true realism recognizes 
the great capacity for people to improve in effort and efficiency under 
proper stimuli. They do not subscribe to the “two sets of books” pro- 
cedure because of being too costly and also being risky from the morale 
angle, if operators know that their goals are not synonymous with the 
overall objectives. Thus, when it is difficult or impossible to establish 
exact measurements, the opporunity is usually taken to lean towards re- 
ducing the amount budgetted below that of the going rate. 


Two rules always govern the inclusion of the target element in the 
expense budget. 
(1) The inclusion must be reasonable and such that if it is not 
achieved, the basic overall plan of operation will not be 
seriously affected. 


(2) The inclusion must be either volunteered or unreservedly 
agreed to by the individual held accountable for the budget. 


While the target approach is somewhat difficult to deal with, it en- 
hances the budget as a control tool and is well worth the additional time 
and effort. 


Build Budget Up — Then Break It Down 


Throughout, C.G.E. budgets are started in the lower levels and built 
up towards a consolidation point. This is so primarily because it is 
virtually impossible to budget for C.G.E.’s wide range of product activity 
from a central point. In addition, the build-up method is conducive to 
active participation in budget formulation by all functions at all levels 
of the organization. If, when all budget submissions are consolidated, 
the final result is not in keeping with broad objectives, the budget is 
then analyzed by breaking it down into the various budget factors. 


Budgets Must Be Approved 


It is esssential that well-defined budget approval policies exist at the 
various levels of the organization. The one approval policy which stands 
out as being most important is that the top executive should approve 
more than just the overall profit or return on investment budget. He 
must also approve the separate budgets for the key factors such as sales, 
production, expenses, inventory turnover, etc. 


The part played by the chief financial man with respect to budget 
approval is most important. Much emphasis has been placed of recent 
years upon the importance of the financial man not making decisions 
with respect to operations. While it is essential that financial men make 
it clear that they understand their role is not one of decision-making, 
they must not fail in their responsibility to the business to outspokenly 
provide the advice and counsel which they are in a preferred position 
to provide, concerning approval or revision of the budget. 
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One of the primary responsibilities of the financial function is to 
ensure that when the chief executive approves the budget, he does so 
with the benefit of more than some neatly arranged sets of figures. 


Allow Time to Budget 

One of the most prevalent shortcomings of budget programs is the 
tendency to allow barely enough time for preparation and insufficient 
time for review, discussion, revision and final approval. 


Don’t Change the Master Budget 

It is generally agreed that it is usually inadvisable to change the 
master budget. One change leads to another and it is both costly and 
confusing to reissue a complete set of budget schedules. When thinking 
of the budget as a target, the somewhat facetious point can be made that 
any budget can be realized if it is changed to agree with actual results, 


It must be emphasized that the “no change” advice applies to the 
master budget and not to certain of the budget factors. It is essential 
that the budget system provides for revision of such key factors as sales 
and production, since the plans for these must as closely as possible 
follow changing conditions. These, however, can be changed within the 
budget system without revisions being necessary to the master budget, 
although there is the disadvantage that the new sales and production 
budgets then cease to be tied-in to the master budgets. 


Participation Is the Key to Success 

The success of a budgetary control program depends upon par- 
ticipation by the entire organization. 

However, participation must mean more than just taking part with 
an attitude of resignation towards a distasteful chore. There must be 
widespread conviction that the budget is a productive factor in the 
operation of a modern business enterprise. And most important, the 
budget must be recognized as an invaluable tool for each individual 
manager and supervisor to use to help him do his job. 

Too often a cynical attitude has caused an otherwise well conceived 
program to fail miserably. Lack of understanding and suspicion of the 
purposes and motives of budgetary control can destroy any hope of 
teamplay and co-operation so essential to the program. 

What can be done to ensure an enthusiastic and positive approach 
throughout the organization? Perhaps the following three aids to co- 
operation are among the more important. 

(1) Supervision must be convinced through careful explanation 
that the budget is a plan of action and a tool for control not 
only for use by the overall Company, but for the use of each 
supervisor in his own work area. 
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(2) Patient and thorough instruction must be given in the budget 
system itself. Budgetting is not an exact science, let’s admit 
it and explain why. A barrier of confusion and misunder- 
standing must not be allowed to stand against co-operation. 


(3) While measurement of actual performance to budget is an 
integral part of budgetary control, target elements included in 
budgets must be either volunteered by the supervisors them- 
selves or if suggested to them, accepted willingly. 

The above would appear to be the main “budgetting points to 
remember” which are summarized on Exhibit 4. However, a few words 
should not be amiss concerning the importance to industry of budgetary 
control. 

Budgetary control is not exactly the type of activity about which 
poems are written. This is no reason to consider it and other accounting 
or financial activities as non-productive, unimaginative and uncreative, 
befitting only our dullest words. This does not help to endear it to any- 
one and perhaps it is time it got a lift with a few more glowing terms. 

Both Canada and the United States are today experiencing an ad- 
justment in their economies. There is every reason to feel that this is 
nothing more than a return to fully competitive conditions. For the 
United States this merely means some harder hitting and sharper fielding 
to stay on top. 

However, it is not enough for Canada to try to hold its position in 
triple A ball. Canada must make its move to get into the big leagues. 

The task is tremendous. It is a challenge of producing at an ever 
increasing rate; earning better profits to spend more for building; 
training new workers in an ever widening circle of making and building; 
and through it all, competing every day with a resurgent world in which 
only the most proficient nations will prosper. 

All must play their part — the civil service, the church, the finest 
educators. But the vital job belongs to industry put hard to work by 
risk capital, bold planning and daring building. But growth alone is 
not enough. The real challenge is the achievement of competitive 
efficiency which yields to none. 

Can we then, even if just for the occasion of a gathering of account- 
ing men, name budgetary control as an activity of considerable 
importance? 

Budgetary control both charts the course and helps the helmsman 
steer. Of all the separate administrative tools, budgetary control ranks 
with the most important and it will be a vital factor in industry, meeting 
its challenge. I do not think it is stretching matters too far to suggest 
that using it successfully in the coming years means much to Canada. 
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EXHIBIT 4 





BUDGETTING POINTS TO REMEMBER 
l. ORGANIZE A BUDGET PROGRAM. 
USE BUDGET SPECIALISTS. 
3. TIE-IN ALL BUDGET FACTORS WITH PROFIT OBJECTIVES, 


bo 


4, TIE-IN ALL BUDGET FACTORS WITH EACH OTHER. 
TIE-IN THE BUDGET WITH REGULAR FINANCIAL PERIODS, 


uw 


6. THE SALES BUDGET SETS THE PACE. 


“_ 


THE PRODUCTION BUDGET SETS COSTS. 

8. MAKE EXPENSE BUDGETS HELP TO CONTROL COSTS. 
9. BUILD THE BUDGET UP THEN BREAK IT DOWN. 
10. THE BUDGETS MUST BE APPROVED. 

11. ALLOW TIME TO BUDGET. 

12. DON’T CHANGE THE MASTER BUDGET. 

13. PARTICIPATION IS THE KEY TO SUCCESS. 





FOR FURTHER READING 


PLANNING AND CONTROL THROUGH BUDGETING I’. L. Esposito, N.A.C.A, 
Bulletin, March 1954. 

PROGRAMME PLANNING AND CONTROL THROUGH THE BUDGETARY 
PROCESS -~ W. R. Harton, Jr., Accounting Review, July 1954. 

PROFIT PLANNING AND BUDGETARY CONTROL P. M. Williams. Account. 
ants’ Digest, June 1947. 

BUDGETING AS A MEANS TO CONTROL MANUFACTURING COSTS J. W. 
McIntyre, Cost and Management, December 1953. 

FINANCIAL FORECASTING AND BUDGETARY CONTROL W. H. Hopkins, 
Cost and Management, October 1953. 

BUDGETS ARE FOR PLANNING, CO-ORDINATION AND CONTROL BH. °¢: 
Heiser, N.A.C.A. Bulletin, October 1951]. 

BUDGETING FOR PROFIT — H. Kirkham and F. Wolsenholme, The Cost Account- 
ant, June 1951. 

BUDGET CONTROL AND ITS RELATION TO BUSINESS FORECASTING ~ - F. R. 
Fletcher, Cost and Management, March 1931. 
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New style accounting 


with the National Class 31 machine 


SAVES 20% TO 40% OVER OLD FASHIONED METHODS 





STANDARD FULL AMOUNT KEYBOARD @ 
Faster, easier to operate @ All ciphers 
print automatically @ Amounts fully 
visible; can be quickly verified, or errors 
corrected, before printing @ Two or 
more keys can be depressed simul- 
taneously @ ‘’No Glare”’ finish eliminates 
eye fatigue @ Up to 14 key columns of 
listing and accumulating capacity available 
@ Additional symbol keys also available. 





ELECTRIFIED TYPEWRITER KEYBOARD — 
Standard arrangement — familiar to every 
office worker. Smooth, easy to operate. 
Permits unlimited description on same 
machine. Ideal for invoicing. 


It combines more money-saving 
time-saving features than 
any other accounting machine. 


FREE BOOKLET: “How to save money on your 
accounting.” Available from your local National 
representative or write to the Company, 222 Lans- 
downe Avenue, Toronto, Ontario. 


Ask your nearest National representative 
for further details. 


CASH REGISTERS - ADDING MACHINES 
ACCOUNTING MACHINES 





THE NATIONAL CASH REGISTER 
COMPANY OF CANADA LIMITED 


Head Office: Toronto 
Sales Offices in Principal Cities 
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Developing the Handbook 
for Accounting Supervision ... 


By FRANKLYN LAMBERT, 


Controller, 
Housing Authority, Columbus, Ga. 


The objective of the handbook or manual is said to be the improvement 
of performance of the accounting function. Toward this end, the author 
pinpoints the essential requirements which must be met if the manual 
is to be effective and easily understood by personnel at all levels of 


responsibility. 
HE Chief Accounting Officer of the business organization is generally 

faced with the fact that Department Heads and Branch Managers 
are admittedly deficient in the knowledge and abilities necessary to 
willingly assume the responsibility for the Jirect supervision of account- 
ing functions performed by personnel within the Department or the 
Branch Office. 

This is particularly true in the retail store of a chain merchandising 
organization. The Store Manager is selected on his ability to move the 
merchandise. A Foundry Foreman is selected on his ability to produce 
castings notwithstanding his lack of comprehension of the necessity of 
seeing that his clerk properly maintains the time and material records, 
cost reports and other clerical work. 

Management has consistently, and logically so, favoured the pre- 
requisites of Salesmanship, Production, Engineering, and other technical 
factors over the need for supervisors with at least basic concepts of 
accounting theory and accepted practices. 

Thusly, the Chief Accounting Officer cannot demand that personnel 
in the top position at the Branch or in the Factory Department be willing 
and able to independently supervise the accounting functions, however 
elementary. There is the inescapable problem that the Chief Account: 
ing Officer must devise means and methods of supervising the accounting 
operations himself. He cannot, in defiance of the physical laws, occupy 
two places at the same time. It is the employee’s need for immediate 
and conclusive instruction that the Chief Accounting Officer must satisfy 
or consequently tolerate the perplexing delays and difficulties of 
erroneous transactions, inaccurate records, unhappy personnel and 
finally the unsympathetic criticism of Management. 

How many excellent clerks and cashiers perform creditable work so 
long as they have the reassuring presence of someone who knows the 
answers and can supply them as the questions occur? Without this 
reassurance many of these employees are prone to become upset and 
perplexed by the likelihood of bobbling the ball on some routine 


transaction when an unusual aspect turns up. There are other em- 
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DEVELOPING THE HANDBOOK FOR ACCOUNTING SUPERVISION 


ployees who fear they will betray themselves by asking questions. When 
a Supervisor either does not supply the correct answer or when he 
embarrasses an employee in order to protect himself, irreparable dam- 
age is done to the organizational structure. 


The Answer — Immediate, Concise, Correct and Conclusive 


Any solution to our problem should also provide self-reliance and 
dignity to the accounting clerks who are to perform the routine opera- 
tions. In other words, we must give them the answers to the anticipated 
frustrating questions which can be foreseen by the Chief Accounting 
Officer if he will take himself, in his thinking, to the desk of the em- 
ployee, and if he lives the job long enough to be thoroughly familiar 
with the employee’s needs. Once this is done, the Chief Accounting 
Officer can advise the employee on the vast majority of the questions by 
preparing a Handbook. The Handbook can be prepared to cover the 
accounting requirements of several Branches and even more than one 
Department where the functions are similar but not necessarily identical. 

The Chief Accounting Officer can best attend the accounting func- 
tions in the Branches, Stores and Departments through such a Hand- 
hook, provided; the procedure is designed, proven and authorized in 
keeping with the needs of the Accounting Department but instantly 
considerate of the character of the Department, Store or Branch in which 
it is to be used. 

By design, it is meant that the Handbook can be written and styled 
to the employee level. The loose-leaf type is perhaps the easiest of all 
forms of Handbooks to produce and to maintain. It offers cheap 
preparation with easy correction and supplementation. The style of the 
writing is best when it is simplest. The Handbook is not the medium 
for the Chief Accounting Officer to manifest eloquence and mastery of 
the technical terms of accounting and business. Handbooks are not 
created to be beautiful but are created because they are needed and their 
use is rewarded. As with any reading matter however, the more at- 
tractive is the Handbook, the casier it will be to induce the personnel to 
study the outlined procedures. 

To say that the Handbook must be proven is to say that it must be, 
within its scope, foolproof and error free. The employee’s regard for 
the Chief Accounting Officer may be fashioned by the contents of the 
Handbook. The employee will discern that the Handbook was prepared 
by one with definite understanding of his problems. What better medium 
could the Chief Accounting Officer use to really get close to the 
employees? 

We must not assume that the Handbook’s attractiveness and _ its 
useful content will suffice in solving the accounting problems. It also 
must be authoritative. The Handbook should be forwarded by the 
highest practical Management Official and the employees should be 
therein advised that the procedures and methods shall be carried out. 
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The form of this authorization may be as follows: 


FOREWORD 


Our company has continually endeavoured to provide 
better methods to do our jobs at every level. You are all aware 
of the consequences of handling a customer’s account poorly. 
We do not like to be on the defensive in customer relations. 
It is our desire to have our business performance at par with 
our products. The Comptroller has been commissioned to 
prepare this Handbook for your use in our Retail Stores. You 
will note that this is not a book on business generally; it is, on 
the other hand, a simple compilation of our own requirements. 
Nor is the Handbook the sole labour of any one person since 
all of you have contributed from time to time to the develop- 
ment of this procedure and system. You will find it a useful 
reference and guide. It is with genuine interest in you and 
your position that I endorse the Handbook and extend every 


good wish for your success in carrying out this procedure. 


(S) JOHN D. DOE, 


Vice-President. 


It’s In the Book 


Let’s look at the Table of Contents of Handbook for Cashiers used 
by the six Project (Branch) Offices of The Housing Authority of The 
City of Columbus, Georgia. For analogy, think of the Rental Charges 
as Retail Sales and of the Tenant as the customer. The Cashier, in this 
case, is a high school graduate with no other business training and who 
serves as the Project Manager’s (Branch Manager’s) Secretary. The 
Project Manager is responsible for customer accounts, maintenance of 
the property, tenant (customer) relations, integration of the Project 
with the community and public relations. This is mentioned to indicate 
that the accounts receivable bookkeeper cannot be a purely accom- 
lished accounting clerk. The Addenda indicated as being included in 
the Handbook is the method used for providing such information as 
price schedules, calculation charts, specimens of properly completed 
forms or other beneficial data that will be constantly required by the 
employee for whom the Handbook is prepared. Note the arrangement 
of the subject matter in the Table of Contents, EXHIBIT I, by topic and 
sub-topics enabling the Cashier to immediately locate the page of the 
Handbook dealing with the question of the moment. 
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EXHIBIT | 








HANDBOOK FOR PROJECT CASHIERS (Revised) 


TABLE OF CONTENTS 
Chapter Page 
I. TENANTS’ ACCOUNTS 1 
The Tenant’s Rent The Tenant’s Security Deposit. The Tenant’s 
Ledger Cards. 30-Day Month Basis. Move-out Credit. Interim 
Rent. 
II. CASH 
Collections. Deposit Slip. Shortage and Overage. 
Ill. OTHER TENANT CHARGES AND CREDITS 
The Adjustment Slip. Collection Losses and Charging off 
Balances. Previously Charged Off Items. Correcting Posting 
Errors on Tenant Ledgers. Excess Utility Charges. 
IV. REFUNDS, TRANSFERS AND REIMBURSEMENT TO 
PETTY CASH ll 
Distribution of Statement-Receipt. Transfers and Refunds. 
Incomplete and Completing Statement-Receipts. Statement- 
Receipt Preparation. Correcting Statement-Receipts. 
V. CLOSING THE DAY’S BUSINESS —- THE DAILY 
STATEMENT OF OPERATION 16 
Machine Keys for Transactions. Corrections to Machine 
Totals. Other Corrections to Daily Statement. Transmittal to 
Central Office. 
VI. RECAPITULATION OF DAILY STATEMENTS OF 
OPERATION 20 
Posting from Daily Statement of Operation. Trial Balance of 
Tenants’ Accounts. Computing Vacancy Loss. 
VII. RECONCILIATION OF RENT ROLL AND ANALYSIS 
OF DWELLING RENT CHARGES 22 
Explanation and Instruction. Number of Days Vacancy. Total 
Rent Charged for Month. 


wr 


_ 


VIII. CHECKING THE CASHIER’S WORK 24 

IX. WEEKLY PAYROLLS 25 

X. SCHEDULE OF REPORTS TO CENTRAL OFFICE 26 
ADDENDA 


PRO-RATA RENT TABLES 
FORM FOR REQUESTING REIMBURSEMENT TO PETTY CASH 
FORM FOR REQUESTING CHEQUES FOR VACATED TENANTS 
SCHEDULE OF ALLOWED UTILITIES 














Include Fundamentals 


Until developed, the proposition of writing instruction to govern 
the handling of “Cash” seems difficult. How do we go about telling the 
Cashier what to do with money? When to make deposits and for what 
amounts? Can she cash cheques? Does she know what to look for on 
the cheques offered to her as payment? What does she do if the cash 
counts short? Elementary! Yes, it is to you — reader, but it’s com- 
plicated procedure for the new employee and the inexperienced high 
school graduate. Let’s look at the chapter on Cash, EXHIBIT II, and 


notice the simple language and the completeness of the instruction. Do 
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not overlook that the importance of the subject is clearly emphasized. 
This chapter tells the Cashier how to handle her cash to her own 


satisfaction. 


EXHIBIT I! 











HANDBOOK FOR PROJECT CASHIERS (Revised) 


Il. CASH 
COLLECTIONS AND DEPOSITS 


A receipt shall be issued for all collections received. Collections for rental 
account shall be shown on the receipt as “Cash” while collections of Security 
Deposits shall be shown on the receipt as “Security Deposit Paid” or as the 
bookkeeping machine requires. The Cashier issuing a receipt shall initial 
the receipt before passing it to the tenant. Instruction for correcting posting 
errors involving Cash are given in Chapter III under the heading “Correcting 
Posting Errors on Tenant’s Ledgers”. Each Cashier will be furnished a 
Change Fund which shall be used only to make change and to reimburse 
vacated tenants for Net refunds as indicated on the statement-receipt. When 
no other funds are available at the Project site, the Cashier’s funds in the 
form of Change Fund or Petty Cash Fund may be used by the Manager for 
small incidental purchases provided a receipted invoice or petty cash receipt 
is obtained from the payee. When refunds are made in cash, a receipt from 
the tenant must be obtained and placed with the remainder of the Change 
Fund to establish accountability. If receipts are in transit to the Central 
Office for reimbursement a copy of the letter of transmittal shall be retained. 
The Cash in the Cashier’s drawer together with signed statement-receipts 
from vacated tenants and petty cash reecipts or receipted invoices must at 
all times equal the Fund charged to the Cashier plus the receipts issued for 
the day up to the time of count; provided however, that any part of the 
day’s collections may be taken from the cash drawer and placed in the safe 


for reasons of security. 


Cheques received for payment of tenants’ accounts should be payable to The 
Housing Authority of the City of Columbus, Georgia, and cheques that are 
accepted when payable to others are the Manager’s responsibility. If 
cheques are draws to another person, the correct endorsement must be made 
before they are accepted by the Cashier. All cheques sent to the bank with 
the deposit slip shall be endorsed “For Deposit only to the Account of The 
Housing Authority of the City of Columbus, Georgia, Administration Fund, 
Project GA-4-ete.” and a rubber stamp endorsement placed underneath with 
the Housing Authority name. The Cashier should be certain that all cheques 
accepted for payment of tenants’ accounts are dated on or before the day 
credited to the account, that the cheques are signed, and that all prior 
endorsements are adequate. 


Cash shall be reconciled against the day’s receipts at the close of the day’s 
business. Then, a deposit slip for each project shall be prepared in duplicate 
or triplicate (at the Manager’s discretion) for the correct amount of the 
day’s receipts. After re-checking the deposit slip and cheques, the slips 
together with cheques and the cash indicated thereon shall be placed in an 
envelope and locked in the safe until the Manager asks for the deposit. 





























DEVELOPING THE HANDBOOK FOR ACCOUNTING SUPERVISION 


EXHIBIT Il — Continued 





HANDBOOK FOR PROJECT CASHIERS (Revised) 


II. CASH 
CASH OVERAGE AND SHORTAGE 


The Manager or his commissioned delegate shall deposit the previous day’s 
collections in the bank, seeing that the bank teller accepts and receipts the 
duplicate deposit slip to be mailed by the bank to the Central Office. 

Any cash overage or shortage shall be reported to the Project Manager as 
soon as the amount is determined. If the amount of the difference is 
nominal, the Project Manager shall see that a receipt is prepared for any 
shortage and that the Cashier signs the receipt, then, the Project Manager 
shall immediately approve the receipt by signature. The receipt shall there- 
after be acceptable as cash in the Petty Cash Fund until reimbursement is 
requested. In the case of cash overages, a debit memo shall be prepared in 
the manner prescribed for shortage receipts and placed in the cash drawer 
along with the amount of the overage. Consequently, the amount deposited 
in the bank for a day’s collections shall always be equal to the amount 
indicated as collected on the Daily Statement of Operations. 

Any shortages or overages in excess of $10.00 shall be reported by the 
Project Manager to the Central Office as soon as the amount is determined. 


The signed receipts for shortages and the debit memos for overages shall be 
submitted to the Central Office along with the next request for other reim- 
bursements. At such time, the Central Office will draw a cheque deducting 
the total debit memos for overages and paying the amount of shortage to the 


Project Office Petty Cash Fund. 

The Project Manager and the Central Office will insist on the most careful 
handling of cash in transactions, and will be adamant that all measures for 
safety and accountability be enforced. 

It is here pointed out that conviction for the misuse of funds or the mis- 
representation of facts in connection with the public housing program carries 
dire penalties imposed by the Government of the United States. 











Be Specific 

We wish to show next how specific the Handbook can be in pre- 
scribing detail procedure for operation of the Accounting Machine 
(applicable to any available type of Register or Poster). EXHIBIT III, 
is an extract from the chapter on the Daily Statement of Operation. 
Consider that the Cashier is facing a machine with a dozen code keys, 
a bank of figure keys, and an added bank of keys for use in printing 
account numbers. In our case the machine involved is the National 
Cash Register Company’s Series 2000 Accounting Machine. We are here 
eliminating such Cashier’s questions as “What key do I use to post a 
charge of $.50 for a key sold to the Tenant?” The Project Cashier at 
location Project Ga 4-6 does not concern herself with columns 1 and 3 


as shown in EXHIBIT III. 
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DEVELOPING THE HANDBOOK FOR ACCOUNTING SUPERVISION 


Self-Confidence Gained 

Looking at EXHIBIT IV from the chapter on Checking the Cash- 
ier’s Work, we have given the Cashier the usual methods for her use in 
proving her own work. If she is reasonably conscientious she will test 
her reports before they are submitted to the Chief Accounting Officer 
where they will be meticulously checked before being further processed 
to the general books. 


EXHIBIT IV 





HANDBOOK FOR PROJECT CASHIERS (Revised) 
VIII. CHECKING THE CASHIER’S WORK 


The system established for accounting for rents and other revenue embodies 
many cross-checks, however accuracy depends to a great extent on care being 
exercised in each transaction. 

The Cashier should always check her typed documents and reports before 
they are submitted. 

The recorded trial balance of accounts is the best single check to determine 
that the accounts are in balance. Perhaps the most frequent reason for the 
tenant ledger to get “out of balance” is the picking up of the wrong old 
balance, then follows posting charges instead of credits and contrawise 
entries. The balance of all tenant rental ledger cards (totals) should at any 
time equal the total of Column 17 of the Recapitulation Sheet. In like 
manner the total of Security Deposit balances should equal the total of 
Column 20 of the Recap Sheet. 

Where possible, it is beneficial to have another person check the Daily 
Statement of Operations before it is dispatched to the Central Office. 
Column M of the Reconciliation of Rent Roll-Analysis of Dwelling Rent 
Schedule should compare with Column 1 of the Recapitulation Sheet. If 
these totals are not equal, the incorrect amount of dwelling rent has been 
posted in error on the Rent Roll-Analysis of Dwelling Rent Schedule. 
Column J of the Reconciliation of Rent Roll-Analysis of Dwelling Rent 
Schedule can only be checked by an examination of all leases. 

The cumulative net rent charged at any time should be the Rent Roll as of 
the last day of the preceding month plus any interim rents charged minus 
any dwelling rent credits. 

The total Security Deposits charged (except where Security Deposit credit 
balances are charged off) as per the written requests for refunds to petty 
cash and tenant refunds should equal the total of Column 19 of the 
Recapitulation of Daily Statements of Operations. 

The total of Security Deposits transferred to rental account as per the 
written requests for reimbursement to petty cash and the requests for tenant 
cheques should equal the total of Column 14 of the Recapitulation of Daily 
Statements of Operations at the end of the month. 

The total rent refunded as per the requests for reimbursements to petty cash 
and requests for cheques to tenants should equal the rent refunded for the 
month as totaled in Column 7 of the Recapitulation Sheet. 











What Does Accounting Want? 

Now we get down to brass tacks on just what the Accounting Office 
wants from the Branch Office. EXHIBIT V, Schedule of Reports to the 
Central Office, tells what is wanted, when it is wanted and to whom it is 
sent. Also, typing requirements are indicated. 
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DEVELOPING THE HANDBOOK FOR ACCOUNTING SUPERVISION 


The Finished Handbook 

In the preparation of your Handbook, you will have provided the 
tools for a good job. You have superseded the supervision of many em- 
ployees with the supervision of a single system. You have made the 
Chief Accounting Position what it should be. You will have gained in 
subtle fashion another prize —- you have given the Branch Manager or 
Department Head a concise method for supervising routine operations 
that he formerly could not and did not care to assume responsibility for. 
Finally, you will have integrated the accounting operation with the other 
business activity and gained the respect of your employees. Management 
will recognize this achievement and the ultimate benefit will be a 
strengthened accounting operation. 


FOR FURTHER READING 
PREPARATION OF BRANCH OFFICE MANUALS A. C. Ackerman, N.A.C.A. 
Bulletin, April 1952. ; 


PREPARATION AND USE OF OFFICE MANUALS — E. H. Conarroe, N.A.C.A. 
Bulletin, June 1943. 


MANUAL WHICH A CONTROLLER PASSED ON TO HIS SUCCESSOR 
Accountants’ Digest, March 1943. 


ACCOUNTING PROCEDURE MANUAL — W. C. Madden, Accountants’ Digest, 
March 1954. 

INDUSTRY ACCOUNTING MANUALS TODAY - D. G. Mackenzie, N.A.C.A. 
Bulletin, July 1952. 











PAYNE, PATTON & PUGSLEY 
CHARTERED ACCOUNTANTS 


Gordon S. J. Payne, C.A. Donald R. Patton, C.A. 
Philip T. R. Pugsley, C.A. 


Suite 14, The Linton, 
1509 Sherbrooke St. West Montreal, Que. 
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COST AND MANAGEMENT 


COST STUDIES PUBLISHED BY THE SOCIETY 


Copies available at 50 cents each 
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Accounting for Sales Compensation and Salesmen’s C : aan 1954 
Accounting for Supplemental Labour Costs ... February 1953 
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Appraisal of Management, An : Nyse sank Siete a June 1954 
Aviation in Canada, History and Development Ta, ten cate nn February 1942 
B 
Break-even Point, Organizing for Rapnenaenent in ... sistescestecseeeeeeseseeeeee, NOvemmber 1949 
Bread Bakery Costs ‘ . May 1940 
Budgetary Control in Job Manufacturing. ‘a “Applied 
to a Foundry, Machine and paanaeing ST AERSHRA EE See Spon aereat re” June 1950 
Business Growth and Current Trends . ‘ : Sepetmber 1953 
Business Stealing — Means and Prevention . Eve . May 1953 
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Cancellation Procedure in an Electrical Products + een Os ccsiencs September 1944 
Catering Business, Costing for a «.. August 1943 
Clear Thinking in Management : June- July 1942 
Clerical Cost Reduction Cant April 1953 
Collective Agreements in Construction Industry in Montreal . esccecresessrenee NODEUREY 1951 
Company Organization and Reorganization, Some Aspects of. PALO Re Re May 1951 
Company’s View of Labour Relations and Collective Bargaining, A February 1953 
Computation of Production Requirements for Inventory Control January 1954 
RMN MINION oc conccsSuasycncs ssorapinessciaaaihanteysesasaceroeanisabresbosn yada acts vvnsceserepetatesestasie erencecsssan ER LOSE 
Cost Control for Maintenance Labour March 1954 
Cost of Cost, The : January 1953 
Cost Factors in Pricing New Products June 1953 
Costing Your Competitor’s Products November 1953 
NN ee le eS oo Sacudss sbeuen euch pandas ini ssddu AisNaea GdaTeobeLeaoIOENTE April 1951 
Cost Reduction Through Cost Control See ee 7 Ps 1949 
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Department Store Cost Accounting ............. Se NTE Sader Seite . February 1954 
Depreciation Based on Replacement Value ........ sbsssecssectsossssncecss BODEUREY 1954 
Depreciation of Fixed Assets, Accountant’s Viewpoint oS EATON AB. May 1949 
Depreciated Assets, Accounting for Fully .. May 1944 
Differential Cost Accounting ................-. P April 1944 
RPEMUUNTERE SCID ccs evcescccocesteceeiase . May 1949 
EPIPOCe SSMU, TAIRENNRE LOGUE. E>. «00.555 0s0cesersssosassesniaasccpnensepsoadecnsayves .. January 1954 
Dollar Devaluation, Some Aspects of in Financial Presentation ..................... April 1953 
E 
Economist's Role in Developing Canada’s Natural Resources, The November 1952 
Education in Industrial Accountancy . ... June 1954 
Effective Cost Control .......<:.0.0c.cccsessssessee0 "February 1950 
Effective Reporting to Management tei ; May 1954 
Employees’ Representation in Swift Canadian! Cos Utd) css. csusncccaccscas March 1936 
MIE IED BOE gecceccssscsechsesisenssstesisnessrsciactonpesssoiassessvbrseen .. August 1942 
Exchange Fluctuations in Relation to Accounting . September 1933 
RINE ORRINID as sc cocscccovecacessssvenececasseveavescsers December 1948 
Export, Pricing for ............. Salah eanacersesaen April 1946 

















COST STUDIES PUBLISHED BY THE SOCIETY 


F 
Financial Forecasting and Budgetary Control .. October 
Bene Cee Ct aa isis cccnccaassinsscasetasseasssecsaseca veavitnssneasovemaecatiretneiian anna September 
Function of the Financial Executive in Industrial Relations iciunsgctace 
G 
Graphs in Controlling Production, The Use 0f ...........c.cccccccccceseeeteerteeeteeeeeeeee April 
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How to Win Friends and Influence People Through Budgets . May 
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Industrial Accounting from a Practical Standpoint ...... ovember 
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NrseORREM WTASORE PO GEAD oo cacnsssccascscessanacssssqnconsvcecssecocecnseisstusucasehvasssasentossussesadsosseanetbanibua May 
Industrial Engineers Do Not Reach Top Management, Why . September 
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Inventory Control, Computation of Production Requirements for. ....... January 
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Job Evaluation May 
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Management Accounting for Small Enterprises May 
Management, An Appraisal of June 
Management Decision, Analyzing Costs for . June 
Management, Efficiency Through Cost Control ‘enn August 
Management Planning and the Accountant Today April 
Management Problems, A Study ot March 
Management, Effective Reporting to May 
Management, Reports for . a July-August 
Managements’ Aims and Responsibilities . anuary 
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Measurement of Profits in Busimess, The ..................:ccccsscccesccecsseeeceseseseees sauieieasontinn May 
Mechanization of the Office ... - alone .. March 
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